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Google New Zealand Limited 

Directors' report 

31 December 2010 



Directors' report 



The Board of Directors have pleasure in presenting the annual report of Google New Zealand Limited, incorporating 
the financial statements and the auditors' report, for the year ended 31 December 2010. 

With the unanimous agreement of all shareholders, Google New Zealand Limited has taken advantage of the 
reporting concessions available to it under section 21 1 (3) of the Companies Act 1 993. 

The Board of Directors of Google New Zealand Limited authorised these financial statements presented on pages 
4 to 19 for issue on the date below. 




Lloyd Martin 
Director 
6 May 2011 




John Kent Walker 

Director 

6 May 2011 
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Ernst & Young Centre 

680 George Street 

Sydney NSW 2000 Australia 

GPO Box 2646 Sydney NSW 2001 

Tel: +61 2 9248 5555 
Fax: +61 2 9248 5959 
www.ey.com/au 

Independent Auditor's Report 

To the Shareholders of Google New Zealand Limited 

Report on the Financial Statements 

We have audited the financial statements of Google New Zealand Limited on pages 4 to 19, which comprise the 
statement of financial position of Google New Zealand Limited as at 31 December 2010, and the statement of 
comprehensive income, and statement of changes in equity or the year then ended, and a summary of significant 
accounting policies and other explanatory information. 

This report is made solely to the company's shareholders, as a body, in accordance with section 205(1) of the 
Companies Act 1993. Our audit has been undertaken so that we might state to the company's shareholders those 
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's 
shareholders as a body, for our audit work, for this report, or for the opinions we have formed. 

Directors' Responsibility for the Financial Statements 

The directors are responsible for the preparation of the financial statements in accordance with generally accepted 
accounting practice in New Zealand and that give a true and fair view of the matters to which they relate, and for 
such internal control as the directors determine is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit 
in accordance with International Standards on Auditing (New Zealand). These auditing standards require that we 
comply with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected, depend on our judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
we have considered the internal control relevant to the company's preparation of the financial statements that give 
a true and fair view of the matters to which they relate in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company's internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of accounting estimates, as well as evaluating the overall presentation of the financial statements. 

We believe we have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion. 

Other than in our capacity as auditor we have no relationship with, or interest in Google New Zealand Limited. 

Partners and employees of our firm may deal with the company on normal terms within the ordinary course of 
trading activities of the business of the company. 

Opinion 

In our opinion, the financial statements on pages 4 to 19: 

► comply with generally accepted accounting practice in New Zealand; and 

► give a true and fair view of the financial position of Google New Zealand Limited as at 31 December 2010and 
its financial performance for the year then ended. 

Report on Other Legal and Regulatory Requirements 

We have obtained all the information and explanations we have required. 

In our opinion proper accounting records have been kept by Google New Zealand Limited as far as appears from our 
examination of those records. 



Cjryv^ ^^<^uy\a 



Ernst & Young 

6 May 2011 
Sydney 



Liability limited by a scheme approved 
under Professional Standards Legislation 



Google Now Zealand Limited 

Statement of comprehensive Income 

For the year ended 31 December 2010 



Statement of comprehensive income 

For the the year ended 31 December 2010 



Revenue from services 

Expenses 

Marketing expenses 

Occupancy e^^enses 

Administration expenses 

Other expenses 
Finance expense - net 

Profit before Income tax 
Income tax expense 
(Loss) / profit for tite year 

Other comprehensive Income for the year 

Total recognised comprehensive (lose) / Income for the year 

Total comprehensive (loss) / income for the year Is attributable to: 
Equity holders of Google New Zealand Limited 



otes 


2010 

$ 


2009 

$ 


18 


?.9W,71? . 


3.685.589 


4 
5 


(2,599,669) 

(68,309) 

(919,818) 

(245,902) 

(8S« 


(2,655.519) 

(196.729) 

(533.185) 

(199.215) 

(10.828) 


6 


168,260 
(203.349) 
(46.080) _ 


91.113 
(7,729) 
83,387 




m,m) . 


??,??7 




(46,089) 


83,387 



For and on behalf of the Board, who authorise the issue of these 
financial statements on 6 May 2011. 



Lloyd Martin 
Director 
6 May 201 




The above statement of comprehensive Income should be read in conjunction with the accompanying notes, 
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Google New Zealand Limited 

Balance sheet 

As at 31 December 2010 



Balance sheet 

As at 31 December 2010 



Notes 



2010 
$ 



2009 
$ 



ASSETS 
Current assets 

Cash and cash equivalents 
Trade and other receivables 
Current tax receivables 
Total current assets 

Non-current assets 

Plant and equipment 
Deferred tax assets 
Total non-current assets 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables 
Current tax payables 
Employee benefits 
Total current liabilities 

Total liabilities 

Net assets 

EQUITY 

Contributed capital 
Reserves 
Retained earnings 

Total equity 



8 


1,425,399 
421,191 


918,526 

14,917 

111.541 




1,846,590 . 


1,044,984 


9 
10 


290,763 
103,801 . 
394.564 


632,591 

59,906 

692.497 




2.241.154 


1.737.481 


11 


434,376 

219,209 

490.544 

1.144.129 


419,112 

349.515 
768.627 




1.144.129 


768.627 




1.097.025 


968.854 


12 
14(a) 
14(b) 


500,000 

521,464 

75,561 


500,000 
348,204 
120,650 




1.097.025 


968.854 



The above balance sheet should be read in conjunction with the accompanying notes. 
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Google New Zealand Limited 

Statement of changes in equity 

For the year ended 31 December 2010 



Statement of changes in equity 

For the the year ended 31 December 2010 



Notes 



Share capital Reserves 

$ $ 



Retained 

earnings Total equity 

$ $ 



Balance at 1 January 2009 

Comprehensive income 

Profit for the year 

Other comprehensive income 

Total comprehensive Income 

Transactions with owners 

Equity attributable to share-based payments 
Balance at 31 December 2009 



14(a) 



500.000 



500.000 



173.937 



174.267 



348.204 



37.263 



83,387 



83.387 



120.650 



711.200 



83,387 



83.387 



174.267 



968.854 



Balance at 1 January 2010 

Comprehensive income 

Loss for the year 

Other comprehensive income 

Total comprehensive loss 

Transactions with owners 

Equity attributable to share-based payments 
Balance at 31 December 2010 



Retained 
Share capital Reserves earnings Total equity 

500.000 348.204 120.650 968.854 



14(a) 



173.260 



500.000 



521.464 



(45,089) 



(45.089) 



(45,089) 



(45.089) 



173.260 



75.561 1.097.025 



The above statement of changes in equity should be read in conjunction with the accompanying notes. 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 



1 General information 

Google New Zealand Limited (the Company) is a service, assistance and advice provider in connection with marketing and 
sales support for web search engine services and advertising services. 

The Company is a limited liability company incorporated and domiciled in New Zealand. The address of its registered 
office is Simpson Grierson, 88 Shortland street, Level 27, Auckland, New Zealand. 

The financial statements have been prepared in accordance with the Financial Reporting Act 1993. 
These financial statements have been approved for issue by the Board of Directors on 6 May 201 1 . 

2 Summary of significant accounting policies 

These financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New 
Zealand and the requirements of the Companies Act 1993 and the Financial Reporting Act 1993. They comply with the 
New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and other applicable Financial 
Reporting Standards, as appropriate for profit-oriented entities that qualify for and apply differential reporting concessions. 

(a) Basis of preparation 

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies 
have been consistently applied to all the periods presented, unless othenvise stated. 

Entity reporting 

The financial statements for the Company are for Google New Zealand Limited as a separate legal entity. 

The Company is designated as a profit-oriented entity for financial reporting purposes. 

Statutory base 

Google New Zealand Limited is a company registered under the Companies Act 1993. 

Differential reporting 

The Company is a qualifying entity within the Framework for Differential Reporting. The Company qualifies on the basis 
that it is not publicly accountable and there is no separation between the owners and governing body of the Company. 
The Company has taken advantage of all differential reporting concessions available to it except for: 

• NZ1AS12 Income Taxes 

• NZIAS18 Revenue - paragraph NZ6.1 
with which it has complied fully. 

Historical cost convention 

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of 
certain assets as identified in specific accounting policies below. 

(b) Foreign currency translation 

(1) Functional and presentation currency 

Items included in the financial statements of the Company's operations are measured using the currency of the primary 
econornic environment in which the Company operates ("the functional cun-ency"). The financial statements are presented 
in New Zealand dollars, which is the Company's functional and presentation currency. 

(ii) Transactions and balances 



Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the 
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised 
in the profit and loss component of the statement of comprehensive income. 



Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 

2 Summary of significant accounting policies (continued) 

(c) Revenue recognition 

Revenue comprises the fair value of the consideration received or receivable for the sale of services, net of Goods and 
Services Tax, rebates and discounts. Revenue is recognised as follows: 

(i) Inter-company revenue 

The Company has a service agreement with Google Ireland Limited for the provision of sales and marketing services. 

Expenses incurred by the Service Provider in the perfomnance of agreed upon services and any other expenses as agreed 
between the parties, except interest expenses, amortisation expenses on goodwill, share based payment expenses and 
income taxes (in aggregate, the "Expenses"), are Incorporated into the service agreement. 

All revenue is stated net of the amount of goods and services tax (GST). 

Revenue Is recognised on an accruals basis when the underlying expenses are incurred. 

(li) Interest income 

Interest income is recognised on a time-proportion basis using the effective interest method. 

(d) Income tax 

The Income tax expense or revenue for the period is the total of the current period's taxable income based on the notional 
income tax rate for each jurisdiction plus/minus any prior years' under/over provisions, plus/minus movements in the 
deferred tax balance except where the movement in deferred tax is attributable to a movement in reserves. 

Movements in deferred tax are attributable to temporary differences between the tax base of assets and liabilities and their 
carrying amounts in the financial statements and any unused tax losses or credits. Deferred tax assets and liabilities are 
recognised for temporary differences at the tax rates expected to apply when the assets are recovered or liabilities are 
settled, based on those tax rates which are enacted or substantively enacted. An exception is made for certain temporary 
differences arising from the initial recognition of an asset or a liability. No deferred tax asset or liability is recognised in 
relation to these temporary differences If they arose in a transaction, other than a business combination, that at the time of 
the transaction did not affect either accounting profit or loss or taxable profit or loss. 

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only to the extent that is 
probable that future taxable amounts will be available to utilise those temporary differences and losses. 

The income tax expense or revenue attributable to amounts recognised directly In equity are also recognised directly in 
equity. The associated current or deferred tax balances are recognised in the balance sheet. 

(e) Goods and Services Tax (GST) 

The profit and loss component of the statement of comprehensive Income has been prepared so that all components are 
stated exclusive of GST. All Items in the balance sheet are stated net of GST, with the exception of payables, which 
includes GST invoiced. 

(f) Impairment of non financial assets 

All non-financial assets are reviewed for impairment whenever events or changes In circumstances indicate that the 
carrying amount may not be recoverable. An impaimient loss Is recognised for the amount by which the asset's carrying 
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell 
and value In use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are 
separately Identifiable cash flows (cash generating units). 



(g) Casli and casli equivalents 

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-temn, highly 
liquid Investments with original maturities of three months or less that are readily convertible to known amounts of cash 
and which are subject to an Insignificant risk of changes In value, net of bank overdrafts. 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 

2 Summary of significant accounting policies (continued) 

(ii) Trade and other receivables 

Trade receivables from Google Ireland Limited, a commonly controlled entity, are recognised and carried at the nominal 
amount due. 

A provision for Impairment of trade receivables is established when there is objective evidence that the Company will not 
be able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the 
debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments 
(more than 30 days overdue) are considered indicators that the trade receivable is impaired. The amount of the provision 
is the difference between the asset's carrying amount and the present value of estimated future cash flows, discounted at 
the original effective interest rate. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is 
recognised In the profit and loss component of the statement of comprehensive income within 'other expenses'. When a 
trade receivable Is uncollectible. It is written off against the allowance account for trade receivables. Subsequent 
recoveries of amounts previously written off are credited in the profit and loss component of the statement of 
comprehensive income. 

Other receivables are recognised initially at fair value and subsequently measured at amortised cost. 

(i) Other financial assets 
Classification 

The Company classifies Its financial assets as loans and receivables. 

Loans and receivables are non derivative financial assets with fixed or detenninable payments that are not quoted in an 
active market. They arise when the Company provides money, goods or services directly to a debtor with no Intention of 
selling the receivable. They are included in cun'ent assets, except for those with maturities greater than 12 months after 
the balance sheet date which are classified as non-current assets. I^ans and receivables are included in 'trade and other 
receivables' and 'cash and cash equivalents' in the balance sheet. 

Recognition and measurement 

Regular purchases and sales of financial assets are recognised on trade date - the date on which the Company commits 
to purchase or sell the asset. All financial assets are Initially recognised at fair value plus transaction costs for all financial 
assets not carried at fair value through profit or loss. Loans and receivables are subsequently carried at amortised cost 
using the effective interest method. 

Offsetting financial Instruments 

Financial assets and liabilities are offeet and the net amount reported In the balance sheet when there is a legally 
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset 
and settle the liability simultaneously. 

Impairment of financial assets 

Assets carried at amortised cost 

The Company assesses at each reporting period whether there is objective evidence that a financial asset or a group of 
financial assets is Impaired. A financial asset or a group of financial assets is impaired and impaimnent losses are Incurred 
only if there is objective evidence of impairment as a result of one or more events that occurred after the Initial recognition 
of the asset (a 'loss event') and that loss event (or events) has an Impact on the estimated future cash flows of the 
financial asset or group of financial assets that can be reliably estimated. 

The criteria that the Company uses to detennine that there is objective evidence of an impairment loss include: 

• Signlficantfinanclaldifflculty of the Issuer or obligor; 

• A breach of contract, such as a default or delinquency in interest or principal payments; 

• The Company, for economic or legal reasons relating to the borrower's financial difficulty, granting to the 
borrower a concession that the lender would not othen/vise consider; 



Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 

2 Summary of significant accounting policies (continued) 

• it becomes probable that the borrower will enter banl<ruptcy or other financial re-organisation; 

• The disappearance of an active market for that financial asset because of financial difficulties; or 

• Observable data indicating that there is a measurable decrease in the estimate future cash flows from a 
portfolio of financial asset since the initial recognition of those assets, although the decrease cannot yet be 
identified with the individual financial assets in the portfolio, including: 

(i) Adverse changes in the payment status of borrowers in the portfolio; and 

(ii) National or local economic conditions that correlate with defaults on the assets in the portfolio. 

The Company first assesses whether objective evidence of impairment exists. 

The amount of the loss is measured as the difference between the asset's carrying amount and the present value of 
estimated future cash flows (excluding fijture credit losses that have not been incurred) discounted at the flnancial asset's 
original effective interest rate. The asset's carrying amount is reduced and the amount of the loss is recognised in the 
profit and loss component of the statement of comprehensive income. If a loan or held-to-maturity investment has a 
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate determined 
under the contract. As a practical expedient, the Company may measure impairment on the basis of an instrument's fair 
value using an observable market price. 

If the asset's carrying amount is reduced, the amount of the loss is recognised in the profit and loss component of the 
statement of comprehensive income. 

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occumng after the impairment was recognised (such as an improvement in the debtor's credit rating), the reversal of 
the previously recognised impairment loss is recognised in the profit and loss component of the statement of 
comprehensive income. 

Derecognition 

Financial assets are derecognised when the rights to receive cash flows from the asset have expired or have been 
transferred and the Company has transferred substantially all risks and rewards of ownership. 

(j) Fair value estimation 

The fair value of flnancial assets and flnancial liabilities must be estimated for recognition and measurement or for 
disclosure purposes. 

{Wl Plant and equipment 

All plant and equipment is stated at historical cost less depreciation and impairment. Historical cost includes expenditure 
that is directly attributable to the acquisition of the items. Cost may also include transfers from equity of any gains/losses 
on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment. 

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only 
when it is probable that future economic benefits associated with the item will flow to the Company and the cost of the item 
can be measured reliably. All other repairs and maintenance are charged to the proflt and loss component of the 
statement of comprehensive income during the financial period in which they are incurred. 

Depreciation of plant and equipment is charged on a straight-line basis so as to expense the cost of the assets over their 
useful lives. The rates are as follows: 

Network equipment 3 years 

Hardware 3years 

Motor vehicles 5 years 

Office equipment 5 years 

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater 
than its estimated recoverable amount (note 2(f)). 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 

2 Summary of significant accounting policies (continued) 

Gains and losses on disposals are detenmined by comparing proceeds witli the canning amount of tfie asset. 

(I) Trade and other payables 

These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year 
which are unpaid. The amounts are unsecured and standard tenns for payment are within 30 days of recognition. 

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective 
interest method. 

(m) Employee entitlements 

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected to be settled within 12 
months of the reporting date are recognised in trade and other payables in respect of employees' services up to the 
reporting date and are measured at the amounts expected to be paid when the liabilities are settled. Liabilities for non- 
accumulating sick leave are recognised when the leave is taken and measured at the rates paid or payable. 

Employee entitlements to salaries and wages, annual leave and other benefits are recognised when they accrue to 
employees. The liability for employee entitlements Is carried at the present value of the estimated future cash outflows. 

(n) Contributed capital 

Ordinary shares are classified as equity. 

(o) Share based payments 

Through its ultimate parent Google Inc, the Company operates an equity-settled share-based payment plan under which 
the entity receives services from employees as consideration for equity instruments (options) and Restricted Stock Units 
(RSUs) of the ultimate parent Google Inc. The fair value of the employee services received in exchange for the grant of 
the options and RSU is recognised as an expense. The total amount to be expensed is determined by reference to the fair 
value of the options and RSUs granted, excluding the impact of any non-market service and perfomnance vesting 
conditions (for example, profitability, sales growth targets and remaining an employee of the entity over a specified time 
period). Non-market vesting conditions are included in assumptions about the number of options that are expected to 
vest. 

The Company has elected to use the Black-Scholes pricing model to determine the fair value of stock options on the dates 
of grant. RSUs are measured based on the fair market values of the underiying stock on the dates of the grant. 

The total amount expensed is recognised over the vesting period which ranges from between 1 and 4 years following the 
grant date. At each balance sheet date, the entity revises its estimates of the number of options that are expected to vest 
on the non-marketing vesting conditions. It recognises the impact of the revision to original estimates, if any. In the profit 
and loss component of the statement of comprehensive income with a corresponding adjustment to equity. 

(p) Economic dependency 

The Company's service revenues are generated under a service agreement with Google Ireland Limited, whose ultimate 
parent company is Google Inc., a company incorporated in the United States of America. As a consequence, the Company 
is dependent on the operational support of Google Ireland Limited for future revenues and profits under the service 
agreement as detailed above. 

Google Inc. has indicated that it will provide ongoing support to Google New Zealand Limited for a period of at least 12 
months from the date of the signing of the financial statements. 

(q) Comparative balances 



Certain prior year balances have been restated to conform to the current year application of accounting policies. See note 
17. 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 



3 Financial instruments by category 



Assets as per balance sheet 



Loans and 
receivables 

$ 



Total 

$ 



At 31 December 2010 

Trade and other receivables (excluding GST receivable) 
Cash and cash equivalents 



405,978 
1.425.399 



405,978 
1.425.399 



1.831.377 1.831.377 



At 31 December 2009 

Trade and other receivables (excluding GST receivable) 
Cash and cash equivalents 



4,950 
918.526 
923.476 



4,950 
918.526 
923.476 



Liabilities as per balance sheet 



Financial 

liabilities 

measured at 

amortised 

cost 

$ 



Total 

$ 



At 31 December 2010 

Trade and other payables 



434.376 
434.376 



434.376 
434.376 



At 31 December 2009 

Trade and other payables 



419.112 



419.112 



419.112 419.112 



The fair value of financial assets and liabilities equates to the carrying value at the balance sheet date. 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 



4 Expenses 



2010 

$ 



2009 

$ 



Profit before income tax includes the following specific expenses: 

Depreciation 
Network equipment 
•Hardware 
Office equipment 
IVIotor vehicles 
Total depreciation 



31,141 


4,414 


133,087 


77,993 


6,656 


6,656 


118.681 


24.967 


289,565 


114,030 



Net loss on disposal of property, plant and equipment 



24,663 



Employee benefit expense 
Employment expenses 



2,238,301 



1,883,429 



Auditors' fees 



2010 

$ 



2009 
$ 



(a) Assurance services 

Audit services 

Auditing the financial statements 
Total remuneration for audit services 



22.000 



22.000 



25.000 



25.000 



5 Finance income and expenses 



2010 

$ 



2009 

$ 



Finance costs 

Interest and finance charges paid/payable 
Total finance costs 



8.390 



8.390 



11.433 



11.433 



Finance income 

Interest income 
Net finance costs 



f7.535> 



855 



(605) 



10.828 



-13- 



6 Income tax expense 



Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 



2010 2009 

$ $ 



(a) Income tax expense 

Current tax 

Adjustment for prior year tax 

Deferred tax (prior year adjustment and current year) 

(b) Numerical reconciliation of income tax expense to prima facie tax payable 

Profit before income tax 

Tax at tlie New Zealand tax rate of 30% 

Expenses not deductible for tax purposes 

Tax impact of prior period adjustments 1 7 

Prior period adjustments with respect to deferred income tax expense 

Prior period adjustments with respect to income tax expense 

Effect of tax rate change from 30% to 28% 

Income tax expense 

During the year, as a result of the change in the NZ corporate tax rate from 30% to 28% that was enacted on 27 IVIay 201 
and that will be effective from 1 January 201 1 , the relevant deferred tax balances have been re-measured. Deferred tax 
expected to reverse in the year to 31 December 201 1 or later has been measured using the effective rate that will apply for 
the period (28%). 



7 Imputation credits 



161,720 


39,677 


85,524 


1,837 


(43,995) 


f33.788^ 


203,349 


7.726 


158,260 


91,113 


47,478 


27,334 


62,933 


62,827 


85,524 


(85,524) 


- 


1,252 


- 


1,837 


7.414 


. 


203,349 


7.726 



2010 2009 

$ $ 



Balances 



Imputation credit account 206.119 291.618 

206.119 291.618 

■Movements 

Imputation credit account 

Balance at beginning of year 291,618 147,480 

Tax payments, net of refunds (85.499) 144.138 

Balance at end of year 206.119 291.618 



8 Trade and other receivables 



Net trade receivables 

Inter-company receivable 
Other receivables 
Deposits - current 



2010 


2009 


397,565 

15,202 

8.424 

421,191 


350 

9,967 

4,600 

14,917 
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Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 



9 Plant and equipment 



At 31 December 2009 

-Cost 

- Accumulated depreciation 

- Net bool< amount 



At 31 December 2010 

- Cost 

- Accumulated depreciation 

- Net book amount 



Network 




Motor 


Office 




equipment 

$ 


Hardware 

$ 


vehicles 

$ 


equipment 

$ 


Total 
$ 


13,242 
(6.621) 
6.621 


555,105 
(109.985) 
445.120 


205,909 

(46,691) 

159.218 


33,280 
(11,648) . 
21,632 


807,536 
(174,945) 
632.591 


Network 




Motor 


Office 




equipment 
$ 


Hardware 
$ 


vehicles 

$ 


equipment 

$ 


Total 

$ 


170,778 
(50.013) 
120.765 


309,036 

(194.551) 

114.485 


205,909 

(165.372) 

40.537 


33,280 

(18.304) 

14.976 


719,003 
(428.240) 
290.763 



10 Deferred tax assets 



2010 

$ 



2009 
$ 



The balance comprises temporary differences attributable to: 



Accrued expenses 
Accelerated depreciation 
Net deferred tax assets 



Movements 



At 1 January 2009 

Charged/(credited) to the statement of comprehensive income 
At 31 December 2009 

At Uanuary 2010 

Charged/(credited) to the statement of comprehensive income 
At 31 December 2010 





103,396 

405 

103.801 


77,268 
(17.362) 
59,906 


Accrued 


Fixed 




expenses 
$ 


assets 

$ 


Total 

$ 


32,444 
44.824 
77,268 


(6,326) 
(11.036) 
(17.362) 


26,118 
33.788 
59.906 


77,268 

26.128 

103,39? 


(17,362) 
17.767 
405 


59,906 

43,895 

103,801 
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1 1 Trade and other payables 



Trade payables 

Other payables and accruals 



Google New Zealand Limited 

Notes to tlie financial statements 

31 December 2010 

(continued) 


2010 
$ 


2009 
$ 


138,900 
295.476 
434.376 


144,792 
274.320 
419.112 



12 Contributed capital 



2010 
Sliares 



2009 
Shares 



2010 

$ 



2009 
$ 



Contributed capital - Value $ 
Ordinary shares - Number 



500,000 



100 



100 



500,000 



Shares do not have a par value. All shares have equal voting rights and share equally In dividends and surplus funds on 
winding up. 



13 Share-based payments 

Stock plan 

Through Its ultimate parent Google Inc, the Company operates a share-based payment plan, known as the 2004 Stock 
Plan. Under the Stock Plan, incentive and nonqualified stock options or rights to purchase common stock may be granted 
to eligible participants. Options are generally granted for a term of 10 years. Except for options granted pursuant to the 
Exchange discussed below, options granted under the Stock Plans generally vest 25% after the first year of service and 
ratably each month over the remaining 36 month period contingent upon employment within the Google Inc. group on the 
vesting date. 

Under the Stock Plan, Google Inc. have also Issued RSUs and restricted shares. An RSU award is an agreement to Issue 
shares of Google Inc. stock at the time of vest. RSUs issued to new employees vest over four years with a yearly cliff 
contingent upon employment with the company on the dates of vest. These RSUs vest from zero to 50.0% of the grant 
amount at the end of each of the four years from date of hire based on the employee's performance. RSUs under the 
Founders' Award programs are issued to individuals on teams that have made extraordinary contributions to Google. 
These awards vest quarterly over four years contingent upon employment with the company on the vesting dates. 

Fair value of options granted in the year 

The fair value of each option award on the date of grant has been estimated using the BSM option pricing model. The 
assumptions about stock-price volatility have been based exclusively on the implied volatilities of publicly traded options to 
buy Google Inc. stock witii contractual terms closest to the expected life of options granted to employees. The 
assumptions about the expected term are estimated based upon the historical exercise behavior of the company's 
employees. The risk-free Interest rate for periods within the contractual life of the award is based on the U.S. Treasury 
yield curve in effect at the time of grant. 

The following table presents the weighted-average assumptions used to estimate the fair values of the stock options 
granted (excluding options granted in connection with the Exchange discussed below) in the periods presented: 



Risk-free interest rate 

Expected volatility 

Expected life (in years) 

Option term (in years) 

Dividend yield 

Weighted-average estimated fair value of options granted during the year 



2010 

1.9% 

35% 

5.4 

10.0 

252.66 $ 



2009 

2.6% 

37 % 

5.8 

10.0 



294.57 
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13 Share-based payments (continued) 

The total expense arising from share-based payment transactions is $173,260 (2009: $174,268). 

Movements in share options during ttie period 

The following table illustrates the number and weighted-average exercise prices ("WAEP") of, and movements in, share 

options during the year. 



2010 



Number 



Balance at 31 December 

Options granted (1) 

Canceled/Forfeited (1) 

Exercised (2) 

Transferred 

Balance at 31 December 



ir 


2010 

WAEP 

NZD 


490 
219 


521.50 
702.72 


(40) 
115 


428.26 
521.50 


784 


520.75 



2009 



Number 



) 


2009 




WAEP 


er 


NZD 


849 


745.12 


710 


512.45 


(860) 


744.99 


(209) 


745.12 


490 


521.50 



Vested and exercisable as of 31 December 



237 



446.21 



83 



492.28 



(1)The number of options granted and canceled/forfeited includes options granted and cancelled in connection with the 
Exchange (see below). 

(2)The weighted average share price at the date of exercise of the share options exercised in 2010 was $428.26. There 
were no exercises in 2009. 

The weighted average remaining contractual life for the share options outstanding as at 31 December 2010 is 7.8 years 
(2009: 8.2 years). 

In March 2009, an offer was completed to exchange certain employee stock options issued under the 2004 Stocl< Plan. 
Certain previously granted options were exchanged for new options with a lower exercise price granted on a one-for-one 
basis. Options granted pursuant to the Exchange have an exercise price of US$308.57 per share, the closing price of the 
Class A common stocl< as reported by The Nasdaq Global Select Market on March 6, 2009. Options granted pursuant to 
the Exchange have a new vesting schedule detemnined by adding 12 months to each vesting date under the exchanged 
options' original vesting schedule. In addition, new options will vest no sooner than six months after the date of the 
Exchange. 

IWovemente in restricted stock units and restricted stiares during the period 

The following summarises the activity for our unvested RSUs and restricted shares for the period: 

Unvested Restricted Stock Units and Restricted Shares 



Unvested at 31 December 

Granted 

Vested 

Forfeited 

Transferred 

Unvested at 31 December 



2010 


2010 


2009 


2009 




Weighted 




Weighted 




average grant 




average grant 




date fair value 




date fair value 




NZD 




NZD 


Number 


$ 


Number 


$ 


293 


687.68 


216 


749.14 


263 


702.72 


220 


648.66 


(98) 


614.83 


(39) 


833.76 




:. 


(89) 


883.02 


20 


687.68 . 


f15) 


749.14 


478 


651.82 . 


293 


687.68 



The weighted average remaining contractual life of RSUs outstanding at the end of the period was 2.9 years (2009: 2.9 
years) 
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14 Reserves and retained earnings 



Google New Zealand Limited 

Notes to the financial statements 

31 December 2010 

(continued) 



2010 2009 

$ $ 



(a) Share-based payments reserve 

Share-based payments reserve 521 .464 348.204 

IMovements: 

Balance 1 January 348,204 173,937 

Option and Restricted Stock Unit expense 173.260 174.267 

Balance 31 December 521.464 348.204 

(1) Share-based payments reserve 

The share-based payments reserve is used to recognise the fair value of options and Restricted Stock Units. The expense 
is recognised over the vesting period which ranges from between 1 and 4 years following the grant date. 

(b) Retained earnings 

Movements in retained earnings are as follows: 



Balance 1 January 

Net profit / (loss) for the year 

Balance 31 December 



15 Contingencies 



2010 

$ 


2009 
$ 


120,650 
M5.089) 
75,561 


37,263 

83,387 

120.650 



From time to time the Company is subject to legal claims in the normal course of business, The Directors do not believe 
these claims result in a contingent liability being recognised at 31 December 2010 (2009:nil). 



16 Commitments 

As at 31 December 2010 the Company had no capital commitments (2009:nll). 



17 Restatement of comparatives 

The 2009 comparatives have been restated to reflect additional revenue from services of $285,079 from Google Ireland 
Limited due to the global standardisation of the application of revenue recognition across the Google group. As a result, 
retained earnings and net profit after tax for the year ended December 31 , 2009 increased by $285,079 and related party 
payable decreased by a corresponding amount. 
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18 Related party transactions 



The Company is a wholly owned subsidary of Google International LLC. The ultimate parent of the Company is Google 
Inc. All parties of the Google group are considered related parties of the Company. All intercompany balances have the 
option to be settled on a net basis by Google Ireland. 



Transactions with related parties 




Transaction 


Related party 


Nature of 
transactions 


Relationship 
with company 


2010 
$ 


2009 

$ 


Google Ireland 
Limited 


Service revenue 
generated under 
marketing service 
agreement 


Commonly 
controlled entity 


3,982,713 


3,685,589 


Google Ireland 
Limited 


Cash received 


Commonly 
controlled entity 


(2,578,842) 


(3,625,625) 


Google Ireland 
Limited 


Transfer of 
intercompany balance 


Commonly 
controlled entity 


(1,190,109) 


7,515 


Google Ireland 
Limited 


Transfer of goods 


Commonly 
controlled entity 


165,021 


(360,207) 


Google Ireland 
Limited 


Payment of expenses 


Commonly 
controlled entity 


(26,115) 


- 


Google Inc 


Transfer of 
intercompany balance 


Ultimate parent 


562,696 


(7,515) 


Google Inc 


Payment of expenses 


Ultimate parent 


(518,150) 


(5,643) 


Google Inc 


Revaluations 


Ultimate parent 


- 


749 


Google Ireland 
Limited 


Intercompany 
(Payables)/Receivables 


Commonly 
controlled entity 


- 


- 


Google Inc 


Intercompany 
(Payables)/Receivables 


Ultimate parent 


- 


- 



Year-end 



2010 

$ 



2009 



453,227 



10,558 



(55,662) (100,208) 



19 Capital adequacy 

The Company did not have any externally imposed capital requirements to comply with during the year (2009:nil). 

20 Events occurring after the balance date 

There were no significant events occurring after balance date that affect these financial statements. 
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II 

eU Ernst &YOUNG 



Register of Companies 
PO Box 5771 
Auckland 



Ernst & Young Centre 

680 George Street 

Sydney NSW 2000 Australia 

GPO Box 2646 Sydney NSW 2001 

Tel: +61 2 9248 5555 
Fax: +61 2 9248 5959 
www.ey.com/au 



6 May 2011 



Dear Sirs 



I, Meredith Scott of Ernst & Young Australia am a registered company auditor in Australia and 
my registration number is 197614. 

I confirm that I am approved under Section 199(lXc) of Companies Act 1993 to be appointed 
as auditor for the purpose of completing the audit of Google New Zealand Limited for the year 
ended 31 December 2010. 



Yours faithfully 




Meredith Scott 
Partner 



Liability limited by a scheme approved 
under Professional Standards Legislation 



